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Relative Gains in the Shadow of a Trade War 
Eddy S.F. Yeung © and Kai Quek ® 


Abstract When do people care about relative gains in trade? Much of the inter- 
national relations scholarship—and much of the political rhetoric on trade—would 
lead us to expect support for a trade policy that benefits ourselves more than it benefits 
others. Yet, a large interdisciplinary literature also points to the prevalence and import- 
ance of other-regarding preferences, rendering the conventional wisdom contestable. 
We investigate whether and how relative gains influence trade preferences through an 
original survey experiment in the midst of the China-US trade war. We find that in a 
win-win scenario, relative gains shape trade opinion: if both sides are gaining, people 
want to gain more than their foreign trade partner. However, these considerations are 
offset in a win-lose scenario where the other side is losing out. Relative-gains considerations 
causally affect opinion on trade, but not in a “beggar-thy-neighbor” or even a “‘beggar-thy- 
rival” situation. These findings contribute to our understanding of the role of relative gains in 
international relations and provide the first experimental evidence that relative-gains consid- 
erations can be offset by other-regarding preferences in international trade. 


I will use tariffs when they are needed, but the difference between me and Trump 
is that I will have a strategy—a plan—to use those tariffs to win. 
—Joe Biden, May 2020! 


Relative-gains considerations often feature in the political rhetoric on trade.” The 
raison d’étre of international trade lies in generating mutual benefits for all trading 
countries, but both politicians and the public seem to have become increasingly con- 
cerned about winning against their trade partner, instead of focusing on their own 
absolute gains from trade.* Relative-gains considerations also underlie the recent 


1. Quoted in David Lawder and Trevor Hunnicutt, “Pulled in Many Directions, Biden May Keep 
Trump’s China Tariffs in Place,” Reuters, 8 September 2020. 

2. Relative-gains considerations are concerns over how the home state “fare[s] compared to other states.” 
Snidal 1991b, 703. 

3. For example, both Democratic and Republican senators in the United States have stressed the import- 
ance of winning—or not losing—against China in international trade. Bernie Sanders said during his 
presidential campaign: “Since the China trade deal I voted against, America has lost over 3 million manu- 
facturing jobs. It’s wrong to pretend that China isn’t one of our major economic competitors. When we are 
in the White House we will win that competition by fixing our trade policies” (quoted in David Frum, 
“China Is a Paper Dragon,” The Atlantic, 3 May 2021). Regarding the US-China Phase | trade agreement, 
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trade war between China and the US, as seen in how politicians such as Donald 
Trump framed the issue, using the rhetoric of “win” or “lose” to emphasize how 
the US is performing relative to China.* While mutual gains lie at the heart of inter- 
national trade, relative gains have become prominent in the politics of trade. 

Despite the prevalence of relative-gains considerations in the political rhetoric, few 
studies have explored whether and how such considerations influence trade prefer- 
ences. On the one hand, while the conventional wisdom in international political 
economy suggests that trade preferences are predominantly guided by economic 
self-interest, a growing body of research now shows that sociotropic preferences 
can also affect opinion on trade.> On the other hand, while the issue of relative 
gains has long been discussed by international relations (IR) scholars, few have con- 
nected it directly with the study of domestic trade preferences. 

We investigate how relative gains influence trade preferences through an original 
survey experiment in the midst of the China-US trade war. We find that in a win-win 
scenario, relative gains shape trade opinion: if both sides are gaining, people want to 
gain more than their foreign trade partner. However, these considerations are offset in 
a win-lose scenario where the other side is losing out—whether the other side is 
China in particular, or an unnamed trade partner in general. Relative-gains considera- 
tions can shape trade preferences, but they can also be countervailed by other-regard- 
ing concerns if the trade policy involves a win-lose scenario. Additional analyses of 
the open-ended responses reinforce our conclusions. 

Our study is the first to experimentally investigate how relative gains and other- 
regarding preferences interact in trade. We argue that it is necessary to study them 
jointly, rather than in isolation from one another, to better understand the role of 
relative gains in trade opinion. Our study thus extends previous research that found 
other-regarding concerns operating toward domestic others,° as well as the latest experi- 
mental work that found concerns over fairness shaping trade preferences.’ By studying 
not only win-win but also win-lose settings, we show that while relative gains influence 
attitudes toward trade, other-regarding considerations—specifically concerns over losses 
in a trade partner—also shape trade preferences and can offset relative-gains 


Marco Rubio commented: “This is not a win. Investing American capital in China may earn better returns 
in the short term. But it will come at a tremendous cost in the long term.” (Marco Rubio, “Marco Rubio: 
Investing in China Is Not a Good Deal,” New York Times, 17 January 2020). Lindsey Graham, another 
Republican senator, welcomed the trade agreement but added that “Chinese trade behavior has been 
very predatory against American interests,” and hoped that the agreement would “lead to further trade 
deals that are truly a win-win” (Lindsey Graham, “Graham Applauds New China Trade Deal,” 15 
January 2020), available at <https:/;www.lgraham.senate.gov/public/index.cfm/2020/1/graham-applauds- 
new-china-trade-deal>. 

4. For example, Trump tweeted: “When a country (USA) is losing many billions of dollars on trade with 
virtually every country it does business with, trade wars are good, and easy to win. Example, when we are 
down $100 billion with a certain country and they get cute, don’t trade anymore—we win big. It’s easy!” 
(quoted in Linda Qiu, “President Trump’s Exaggerated and Misleading Claims on Trade,” New York Times, 
6 March 2018). 

5. For example, Guisinger 2017; Hearn 2020; Lii, Scheve, and Slaughter 2012; Mansfield and Mutz 2009. 

6. Lii, Scheve, and Slaughter 2012. 

7. Brutger and Rathbun 2021. 
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considerations. Finally, by showing that beliefs about relative gains at the societal 
level can influence personal sentiments on trade, our findings provide additional 
support for the idea that trade preferences are also guided by sociotropic motivations.® 


Trade Preferences and Relative Gains 


Conventional wisdom in international political economy suggests that individual 
trade preferences are predominantly guided by economic self-interest. The 
Heckscher-Ohlin model shows that free trade would increase (or decrease) the real 
earnings of owners of factors of production that are abundant (or scarce) relative to 
foreign countries.? The model predicts that trade preferences are shaped by individual 
factor endowments, and several studies have provided evidence for it.!° The Ricardo— 
Viner model, on the other hand, predicts that people in export-oriented (or import- 
oriented) sectors will support (or oppose) free trade.!! Studies providing empirical 
support include Beaulieu, Irwin, and Kaempfer and Marks,!? and the model has 
also received joint support along with the Heckscher-Ohlin model.!* At the same 
time, however, a sizable body of research also suggests trade preferences are not 
merely guided by the individual’s direct material self-interest. !+ 

In particular, mainstream neorealist scholarship would predict that trade prefer- 
ences are affected by relative-gains considerations. This is because “the general inse- 
curity of international anarchy leads states to worry not simply about how well they 
fare themselves (absolute gains) but about how well they fare compared to other 
states (relative gains).”!> As the relative power and influence of a country depend 
on relative gains rather than absolute gains, “relative gain is more important than 
absolute gain.”!© Given states’ pursuit of relative gains, international cooperation 
can become a zero-sum, or near-zero-sum, game.!7 

Relative-gains considerations mean that “states compare their absolute outcome to 
the absolute outcomes of other states.” !® It follows that a win-win trade policy where 


8. Fordham 2008; Guisinger 2017; Hearn 2020; Mansfield and Mutz 2009. 
9. Stolper and Samuelson 1941. 

10. See Baker 2005; Balistreri 1997; Beaulieu 2002a; Beaulieu and Magee 2004; O’Rourke and Sinnott 
2001; Ray 1987; Scheve and Slaughter 2001. 

11. Jones 1971; Samuelson 1971. 

12. Beaulieu 2002b; Irwin 1994, 1996; Kaempfer and Marks 1993. 

13. Baldwin and Magee 2000; Mayda and Rodrik 2005. 

14. Education, for example, can influence one’s support for trade through channels that are unrelated to 
individual skills and economic self-interest. Hainmueller and Hiscox 2006 argued that because individuals 
with college education tend to have a greater exposure to economic ideas and information, they are more 
supportive of free trade. Rho and Tomz 2017 experimentally showed that economic ignorance prevented 
many people from understanding the distributional consequences of trade policy, which reduced their 
ability to identify and support a more self-serving trade policy. 

15. Snidal 1991b, 703. 

16. Waltz 1959, 198. 

17. Grieco 1988a, 1988b, 1990; Snidal 1991a, 1991b; Waltz 1959. 

18. Snidal 1991a, 389. 
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domestic gains outweigh the trade partner’s gains would be preferred to a win-win 
policy where foreign gains outweigh domestic gains. It also follows that a win-lose 
trade policy, where domestic gains are derived at the expense of the trade partner, 
would be even better from the relative-gains perspective, even if the domestic abso- 
lute gains remain the same.!? Such relative-gains calculations can impede inter- 
national cooperation, as several models have shown.?° 

Yet, relative gains do not always impede international trade.?! For example, rela- 
tive-gains concerns in the economic realm can be less salient than those in the security 
realm.* A state may also favor a policy where foreign gains outweigh domestic gains 
if the absolute gains it derives from the policy would create relative gains vis-a-vis 
other foreign states.2> Even if states have a natural tendency to compete, international 
economic cooperation may still be in their strategic interests.2+ However, if a trade 
policy is likely to affect the future interactions between home and foreign states, 
relative-gains concerns will kick in.2° In particular, if people believe that relative 
economic advantages can be translated into relative military advantages, or that the 
trade partner is a potential security threat, then relative gains in trade are likely to be import- 
ant.?° Theorizing relative gains as security externalities, Gowa and Mansfield found that 
free trade took place more frequently within, but not across, military alliances, suggesting 
that states take relative gains into consideration on the issue of trade.2” Mastanduno 
argued that America’s shift to a more protectionist trade policy in the late 1980s 
showed “clear signs of relative gains-seeking behavior ... in the US policy process.”® 

Relative-gains concerns can affect trade preferences at the individual level through 
sociotropic considerations. A large body of research has established the importance of 
sociotropic motivations in policy preferences. Early work by Kinder and Kiewiet 
found a sociotropic voting pattern in American politics, where voters tend to focus 
on collective-level instead of individual-level information.?? Sociotropic influence 
is highly relevant to how political perceptions form and may even outweigh egotropic 
considerations.*° Mansfield and Mutz found that trade preferences depended on how 
people perceived the economic impact of international trade on the US as a whole, 
and that in-group favoritism could affect opinion on trade.*! Relative-gains 


19. This follows from the standard conceptualization of relative gains, that is, the domestic absolute 
outcome relative to the foreign absolute outcome. The key is the distance between domestic and foreign 
payoffs. See Grieco 1998b; Snidal 1991a; Waltz 1959. 

20. Grieco 1988b; Powell 1991; Snidal 1991b. 

21. Busch and Reinhardt 1993; Morrow 1997; Snidal 199 1a. 

22. Lipson 1984. 

23. Werner 1997. 

24. Glaser 1994. 

25. Baldwin 1993; Matthews 1996. 

26. Snidal 1991b, 703; Waltz 1959, 1979. 

27. Gowa and Mansfield 1993. See also Gowa 1989. 

28. Mastanduno 1991, 109. 

29. Kinder and Kiewiet 1981. 

30. Hainmueller and Hopkins 2015; Hearn 2020; Mutz 1992; Sears and Funk 1990. 

31. Mansfield and Mutz 2009. See also Mutz and Kim 2017; Sabet 2013. 
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considerations operate here insofar as people would prefer a trade policy that brings 
greater gains to the domestic in-group relative to the foreign out-group. 

Previous work has focused on the role of relative gains under a win-win trade 
policy. But what happens when a trade policy involves a win-lose scenario? The 
underlying expectation in the literature is that the same logic of relative gains 
would apply: individuals would support a win-lose trade policy as long as their 
country is on the winning side. We argue, however, that a win-lose trade policy 
would be characterized not only by its relative-gains implications but also by its 
other-regarding ramifications. The two are not mutually exclusive. When a win- 
lose trade policy is implemented, both relative-gains and other-regarding concerns 
can be triggered. Relative-gains considerations may be mitigated by the other-regard- 
ing concerns that characterize human behavior in general. 

That human beings have other-regarding social preferences is one of the most 
widely documented facts in social science.*? In economics, many laboratory experi- 
ments have found individuals deviating from the “rationality” predicted by standard 
game-theoretic models in response to social preferences. Examples include how 
human players respond to the ultimatum game,*? the dictator game,** and the trust 
game.*° Economists have formalized the ideas of altruism and inequity aversion,*° 
and found experimental evidence for such behavior.*” Recent research has also 
found neural evidence for altruistic and inequity-averse preferences in human 
beings.3® 

Such other-regarding motivations can influence economic decisions and policy 
preferences.*? Examining anthropological, experimental, and survey evidence, 
Fong, Bowles, and Gintis suggested that reciprocity motives often play an important 
role in shaping public opinion on redistribution.*° Relatedly, in Johnson and collea- 
gues’ experiments, people displayed a high willingness to punish free riders in public 
goods games.*! On trade issues in particular, Funk found from the American National 
Election Studies data that societal motivations could be important in determining 
policy attitudes.*? Lii, Scheve, and Slaughter found that people were more supportive 


32. In line with the behavioral economics literature, we view other-regarding preferences as a form of 
behavioral motivation that is distinct from egoism. That is, other-regarding preferences are exhibited 
when an individual cares about others’ outcomes in a non-egoistic manner (Fehr and Fischbacher 2002; 
Fehr and Schmidt 2006). Thus, relative-gains concerns do not constitute other-regarding preferences but 
instead demonstrate egoism, because “the gains of others give them the possibility to do harm to one’s 
future egoistic ends through the use of coercion” (Brutger and Rathbun 2021, 884; see also Powell 1991). 

33. Giith, Schmittberger, and Schwarze 1982. 

34. Forsythe et al. 1994. 

35. Berg, Dickhaut, and McCabe 1995. 

36. For example, Andreoni 1990; Fehr and Schmidt 1999. 

37. For example, Andreoni and Miller 2002; Bellemare, Kroger, and van Soest 2008; Engelmann and 
Strobel 2004; Fehr and Fischbacher 2002. 

38. Filkowski, Cochran, and Haas 2016; Tricomi et al. 2010. 

39. Reviewed in Fehr and Fischbacher 2002. See also Charness and Rabin 2002; Levitt and List 2007. 

40. Fong, Bowles, and Gintis 2006. 

41. Johnson et al. 2009. 

42. Funk 2000. 
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of protecting a domestic industry when their monthly income was higher than the 
monthly income the average worker in that industry earns.*? While this study does 
not consider relative gains in the IR sense or touch on the welfare consequences 
for foreign states, it demonstrates the role of inequity aversion in public support 
for protectionism. 

We believe that such social preferences can also extend to foreign citizens: people 
want themselves and their national in-group to do well, but they also do not want to 
see themselves doing well at the direct expense of others. Research has shown that 
people have a strong psychological need for a positive self-image, and that other- 
regarding motivations in human beings can also extend toward out-group 
members.*+ Recent work has also suggested the prevalence and importance of 
social preferences in IR.*> Building on prior work, we argue that other-regarding con- 
siderations can interact with relative-gains concerns in individual trade preferences. 
Consider a trade policy that benefits the domestic economy at the expense of a 
foreign economy. If relative-gains considerations are strong while social preferences 
are weak, then domestic citizens are likely to support this policy. Yet if social prefer- 
ences are strong while the relative-gains considerations are weak, domestic citizens 
may oppose it. In this way, the relevance of relative gains in shaping public 
opinion toward trade is conditional on the existence and salience of other-regarding 
preferences. 


Past Experimental Approaches 


Three previous experiments have touched on the relationship between trade prefer- 
ences and relative gains. Rousseau conducted an experiment with undergraduates 
at four US universities, and separately with the general public of Virginia, that 
asked: “Would you support or oppose an international trade agreement that results 
in small economic gains by the United States but major economic gains by [Russia 
/ China / Japan / Canada]?’’*© The trade partner was the experimental treatment, 
with one country randomly assigned to each respondent. Respondents were more 
likely to support the agreement when the trade partner was Russia or Canada than 
when it was China or Japan. 


43. Lii, Scheve, and Slaughter 2012. 

44. For instance, by manipulating the payoffs that the subjects and their partners receive in three different 
experimental games, Fehr, Glitzle-Riitzler, and Sutter 2013 found that other-regarding behavior was preva- 
lent in subjects regardless of whether their partners were deemed in-group or out-group members. But see 
Bernhard, Fischbacher, and Fehr 2006 and Goette, Huffman, and Meier 2006, who suggested that other- 
regarding preferences among adults, in the form of altruism, can be affected by parochialism. 

45. See, for example, Brutger and Rathbun 2021 and Hearn 2014 on trade. Hearn found that perceptions 
of unfair trade practices can reduce support for free trade. See Naoi 2020, 342-43 for an excellent review of 
how fairness and reciprocity shape protectionist sentiments. On the role of fairness in international bargain- 
ing, see Kertzer and Rathbun 2015. 

46. Rousseau 2002. 
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Manipulating not only the trade partner but also the distribution of gains in a fac- 
torial experiment, Herrmann, Tetlock, and Diascro tested whether American citizens 
behaved like “intuitive neorealists” in trade.4”7 They produced twelve sets of hypo- 
thetical scenarios that varied the relative gains to the US; the identity of the trade 
partner (ally or enemy); and the affluence of the trade partner (rich or poor). The 
results indicated that a sizable proportion of the respondents thought along intuitive 
neorealist lines: they were most supportive of trade restrictions when the US suffered 
a relative loss vis-a-vis a wealthy trade partner that was also an enemy. 

More recently, Mutz and Kim ran a survey experiment on a US national sample to 
study the impact of in-group favoritism on trade preferences.** By manipulating the 
job gains or losses for the trade partner while holding constant the job gains for the 
US, they evaluated whether benefiting the trade partner would affect people’s support 
for the proposed trade policy. For the full sample, support for the trade policy was not 
influenced by the manipulation: respondents supported the policy as long as it bene- 
fited US jobs. However, respondents with a stronger “social dominance orientation” 
or with zero-sum perceptions of trade’s impact on employment, who tend to be 
Republicans, were more opposed to the win-win trade policy that also benefited 
the trade partner. 

Our study differs from previous studies in three ways. First, we focus on directly 
and experimentally manipulating the relative gains for the US vis-a-vis its trade 
partner. Rousseau’s experiment studied the effect of the identity of the trade 
partner, rather than the effect of relative gains. Herrmann, Tetlock, and Diascro’s 
experiment studied the prevalence of neorealist thinking in trade by jointly studying 
the distribution of gains and the political-economic status of the trade partner. Mutz 
and Kim’s experiment, which manipulated the job gains or losses for the trade 
partner, did not directly test the effect of relative gains since the job-losses treatment 
not only introduced gains to the US but also involved inflicting harm on the trade 
partner, which generated other-regarding concerns in the same experiment. It is pos- 
sible that no significant effect was found from the manipulation because the relative- 
gains and other-regarding considerations countervailed one another (see earlier dis- 
cussion). We avoid this complication by designing a relative-gains treatment in 
which both the US and its trade partner gain, except that one gains more relative 
to the other. Thus our study provides a direct test of the effect of relative gains and 
differs fundamentally from Mutz and Kim’s study, which focuses on in-group 
favoritism. 

Second, we also investigate how other-regarding preferences in trade may offset 
relative-gains considerations. We do so by experimentally manipulating the magni- 
tude of the losses caused to the trade partner across two different win-lose policy 
scenarios. This differs from Mutz and Kim’s study, which did not compare two 
win-lose scenarios or examine the role of other-regarding preferences in trade. It 


47. Herrmann, Tetlock, and Diascro 2001. 
48. Mutz and Kim 2017. 
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also differs from Herrmann, Tetlock, and Diascro’s study, which did not incorporate a 
win-lose setting or study how other-regarding preferences interact with relative-gains 
concerns in trade. 

Finally, we differ from Mutz and Kim in how we manipulate respondents’ per- 
ceptions of the gains or losses from trade. Instead of using job gains or losses as 
our experimental manipulation, we directly inform our respondents of the winners 
and losers from trade. We avoid using job gains or losses because the international 
political economy literature has shown that individuals are particularly sensitive to 
job losses in economic issues,*? and that the mere introduction of issue framing 
with job losses can shift public opinion on trade by a large margin.°° Our design 
allows respondents to focus squarely on the relative gains or losses from trade 
without the additional salience of job losses. 


Experimental Design 


We conducted a national survey in the US in August 2018 using Amazon Mechanical 
Turk (n = 1,733).°! Respondents were randomly assigned to one of eight experimen- 
tal groups, which were shown different vignettes. Appendices A and B (in the online 
supplement) show the experimental instrument and the covariate balance across the 
groups. 

We conducted a series of robustness checks that controlled for different sets of 
demographic and attitudinal variables in ordered probit regressions (see Tables 
A1-A4). Like Rho and Tomz,>? we also replicated our findings after reweighting 
the survey data to match the population benchmarks in age, gender, education, and 
party identification (see Appendix G). Our main conclusions remained unchanged 
across these robustness checks. 

Our experiment begins with a scenario where the US proposes to [remove / 
impose] import limits on [China / Country X]. Figure | summarizes our experimental 
design. 


49. Hoffman 2010; Margalit 2011. 

50. Hiscox 2006. 

51. Amazon Mechanical Turk (AMT) is a crowdsourcing platform that has been widely used in social 
science. AMT samples are significantly more diverse than traditional convenience samples, and compar- 
able to nationally representative samples on many (but not all) demographic dimensions. Several studies 
testing the validity of AMT data found them to be as reliable as data from standard survey and laboratory 
experiments (Berinsky, Huber, and Lenz 2012; Coppock 2019; Coppock, Leeper, and Mullinix 2018; 
Krupnikov and Levine 2014). Other studies have shown that AMT participants are at least as attentive 
as—if not more attentive than—those drawn from other subject pools, such as college students 
(Goodman, Cryder, and Cheema 2013; Hauser and Schwarz 2016; Paolacci, Chandler, and Ipeirotis 
2010) and some commonly used Internet panels (Berinsky, Huber, and Lenz 2012, 366). For these 
reasons, many experiments in political science have used AMT, including Huff and Kertzer’s 2018 experi- 
ment on terrorism, Jones and Bejan’s 2021 study on tolerance, and Rho and Tomz’s 2017 survey experi- 
ment on trade preferences. 

52. Rho and Tomz 2017. 


https://doi.org/10.1017/S0020818322000030 Published online by Cambridge University Press 


Relative Gains in the Shadow of a Trade War 749 


Chinese/Country X’s 
gains > American gains 


Remove ¢ American citizens’ welfare T 
China => e Chinese /Country X’s 


import limits ae : : 
P citizens’ welfare T 
ae 
x No additional vignette 


Impose ¢ American citizens’ welfare T we 
i , 
Country X import limits => . Chinese /Country X’s 
citizens’ welfare 1 
> 
X a Chinese/Country X’s 
Y J eee a 
é : a SD gma hace losses > American gains 
US’s trade partner US’s trade policy proposal Welfare implication | 


ns J 
\y— 


Welfare implication 2 


FIGURE 1. Design of study 


Respondents in the “remove” scenario were told that the removal of the import 
limits would increase both American citizens’ welfare and [Chinese / Country X’s] 
citizens’ welfare—a win-win trade policy. Half of these respondents were subse- 
quently given an additional vignette saying that the gains enjoyed by [Chinese / 
Country X’s] citizens would be significantly greater than the gains enjoyed by 
American citizens; the others were not given the additional vignette. This additional 
vignette imputes relative gains to the foreign country. If relative gains affect trade pref- 
erences, we should expect respondents to be less supportive of removing import limits 
on [China / Country X] when given the additional vignette. This provides a direct test 
of the effect of relative gains on trade opinion. 

Respondents in the “impose” scenario were told that the imposition of the import 
limits would increase American citizens’ welfare and decrease [Chinese / Country 
X’s] citizens’ welfare—a win-lose trade policy. A randomized subset of respon- 
dents were subsequently given an additional vignette saying that the losses suffered 
by [Chinese / Country X’s] citizens would be significantly greater than the gains 
enjoyed by American citizens; the others were not given the additional vignette. 
This additional vignette implies even greater relative gains for the US under a 
win-lose scenario, but can also evoke greater other-regarding concerns, as foreign- 
ers are hurt more. If relative-gains considerations dominate other-regarding consid- 
erations in determining trade preferences, we should expect respondents to be more 
supportive of imposing the import limits on [China / Country X] when given the 
additional vignette. However, if other-regarding considerations dominate relative- 
gains considerations, they should be less supportive. Here, other-regarding consid- 
erations are inferred from the data. We also check our conclusions by analyzing the 
motivations expressed by respondents in their open-ended responses (see next 
section). 

The literature in social psychology would lead us to expect relative-gains con- 
siderations to prevail in the “remove” (win-win) scenario and other-regarding consid- 
erations to dominate in the “impose” (win-lose) scenario. Part of the reason is that 
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humans have an innate need for a positive self-image.°? Indeed, some psychologists 
believe that this is the “master motive” of human beings.>* Relatedly, self-regulation 
theory maintains that individuals are intrinsically motivated to uphold moral 
standards,°° and self-determination theory proposes that people have an innate 
psychological need for “relatedness,” which makes them intrinsically motivated to 
care for others.°° 

To uphold their positive self-image, human beings are motivated to avoid inflicting 
negatives on others, including foreigners.>*’ Recall that in the win-win scenario for- 
eigners continue to gain from trade, whereas in the win-lose scenario they are hurt 
by the proposed trade policy. We should therefore expect other-regarding concerns, 
in the form of not wanting to hurt or take advantage of other people, to be salient in 
the win-lose scenario but not in the win-win scenario.*® 

Five nuances of the experimental design are useful to note: 


e Survey instruments based on import limits are frequently used in trade opinion 
research. Examples include Lii, Scheve, and Slaughter; Rho and Tomz;>? and 
the trade sections of the American National Election Studies surveys adopted 
by Blonigen; Hainmueller and Hiscox; Hays, Ehrlich, and Peinhardt; and 
Scheve and Slaughter.°° Survey instruments manipulating welfare gains or 
losses for citizens (rather than countries or governments) are also common in 
research on trade opinion.®! 

e China is a useful case for exploring the relevance of relative gains because it is a 
country not favored by most Americans, especially in the midst of a heated trade 
war between the US and China.® Thus, China provides a hard case for testing the 
interaction between relative-gains and other-regarding preferences in trade, com- 
pared to “Country X.” 


53. Crocker, Olivier, and Nuer 2009. 

54. Baumeister 1998. Consistent with the social psychology literature, the economists Roland Bénabou 
and Jean Tirole observed that studies have “confirm[ed] the importance of such self-image concerns in 
explaining prosocial behavior in anonymous settings.” Bénabou and Tirole 2006, 1653. 

55. Reviewed in Baumeister 2010. 

56. Deci and Ryan 2000, 231. 

57. Brekke, Kverndokk, and Nyborg 2003; Kahneman and Knetsch 1992. 

58. Prospect theory might also help us understand the results. If individuals are less risk seeking and 
aggressive in the domain of gains than in the domain of losses (see, for example, Davis 2000, 37; Jervis 
1992; Levy 1992, 285-86), the win-lose scenario (where relative gains are made by the US) should be 
more conducive to other-regarding social considerations than the win-win scenario (where relative 
losses are incurred). We thank an anonymous reviewer for suggesting the potential relevance of prospect 
theory. 

59. Lii, Scheve, and Slaughter 2012; Rho and Tomz 2017. 

60. Blonigen 2008; Hainmueller and Hiscox 2006; Hays, Ehrlich, and Peinhardt 2005; Scheve and 
Slaughter 2001. 

61. See, for example, Hiscox 2006; Mutz and Kim 2017; Rho and Tomz 2017. 

62. In spring 2018, about half of the adult American population expressed disfavor toward China, com- 
pared to only 38 percent who reported a favorable opinion. Wike and Devlin 2018. 
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¢ We also use Country X as the hypothesized trade partner because we want to 
study how relative-gains and other-regarding considerations interact in trade 
opinion independent of the influence of the trade partner’s identity. Including 
Country X in our design allows us to additionally test whether and to what 
extent our findings are sensitive to China and the trade war. 

e Inthe control group of the “remove” scenario, we did not stipulate that the welfare 
gains were equal for the two groups of citizens. Because equal gains in trade are 
inherently associated with the concepts of fairness and equality, which also affect 
trade preferences,“* priming the respondents to think about equal gains could 
introduce an unintended treatment to the control group. 

e We did not include the win-win welfare implication for the “impose” scenario 
because it goes against economic theory that imposing import limits will generate 
gains for both countries. Similarly, we did not include the win-lose welfare impli- 
cation for the “remove” scenario because it goes against economic theory that 
removing import limits will cause losses for the trade partner.® 


After reading the vignettes, respondents were asked how much they 
supported the given trade policy on a seven-point scale from 0 (“strongly oppose’’) 
to 6 (“strongly favor’). They also provided open-ended responses to explain their 
preferences. 


Experimental Results 


To test whether relative-gains considerations affect trade preferences, we compare the 
groups randomly assigned to the “remove” scenario—a win-win trade policy 
(Table 1). If relative gains are important, support for the policy should decrease 
when the additional vignette (relative gains for the trade partner) is introduced. As 
Table | shows, this is indeed the case when the trade partner is China: respondents’ 
support for the policy decreased by 0.71 on the seven-point scale when they learned 
that Chinese gains would outweigh American gains (p = 0.0004, n= 435). Support 
also decreases, but not as much, when the trade partner is Country X: respondents’ 


63. Political scientists, particularly in IR, often use unnamed countries in experiments. See, for example, 
Johns and Davies 2012; Tomz and Weeks 2013; Yarhi-Milo, Kertzer, and Renshon 2018. Forthcoming 
research by Brutger and colleagues has also examined the advantages of, and provided justifications for, 
the use of unnamed countries in survey experiments. 

64. Brutger and Rathbun 2021; Hearn 2014. 

65. That the US can gain in the “remove” scenario is consistent with economic theory. For a large 
economy like the US, removing import limits can decrease or increase its welfare—both can happen in 
the real world (Krugman, Obstfeld, and Melitz 2012, chapter 10). We also note that if some respondents 
disagreed with the vignette, we should end up having weaker average treatment effects. In the case 
where a randomized segment of respondents disagreed with the vignette, they would not be “treated” as 
intended in our experiment, thereby weakening the overall average treatment effects in the full sample. 
Therefore, having some respondents disagree with the vignette should weaken, rather than strengthen, 
our results. 
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support decreased by 0.29 when they learned that Country X’s gains would outweigh 
American gains (p = 0.0828, n=415). These results suggest that relative gains can 
affect trade opinion in a win-win scenario: if both sides are gaining, people want 
to gain more than their foreign trade partner. The relative-gains concerns are particu- 
larly salient when the trade partner is China. 


TABLE 1. Average treatment effect among groups presented with the removal of 
import limits 


No Additional Vignette Additional Vignette 
Trade Partner Mean SD n Mean SD n Difference t-statistic p-value 
China 4.400 1.921 215 3.686 2.218 220 -0.714 3.584 0.0004 
Country X 4.885 1.701 208 4.594 1.701 207 -0.290 -1.739 0.0828 


Notes: The dependent variable is support for the removal of import limits, on a seven-point scale from 0 to 6. The 
additional vignette says that the gains enjoyed by Chinese or Country X’s citizens would be greater than the gains enjoyed 
by American citizens. All t-tests are two-tailed. 


Next, we compare the groups randomly assigned to the “impose” scenario—a 
win-lose trade policy (Table 2). If relative-gains concerns dominate, then support 
for the policy should increase when the additional vignette (greater relative gains 
for the US) is introduced. But it does not. When the trade partner was Country X, 
respondents’ support for the policy decreased by 0.80 on the seven-point scale 
(p =0.0001, n=445). Surprisingly, this decrease remained substantial (0.57) even 
when the trade partner was China (p = 0.0057, n = 438). 


TABLE 2. Average treatment effect among groups presented with the imposition of 
import limits 


No Additional Vignette Additional Vignette 
Trade Partner Mean SD n Mean SD n Difference t-statistic p-value 
China 3.388 2.065 219 2.817 2.231 219 -0.571 -2.779 0.0057 
Country X 3.375 2.084 224 2.575 2.087 221 —0.800 4.048 0.0001 


Notes: The dependent variable is support for the imposition of import limits, on a seven-point scale from 0 to 6. The 
additional vignette says that the losses suffered by Chinese or Country X’s citizens would be greater than the gains 
enjoyed by American citizens. All t-tests are two-tailed. 


These results suggest that other-regarding preferences in trade are important not 
only domestically® but also internationally. Social considerations remain relevant 


66. Lii, Scheve, and Slaughter 2012. 
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even in the context of foreign rivalry amplified by a heated trade war. Relative-gains 
considerations can influence trade opinion, but they can also be countervailed if the 
trade policy presents a win-lose scenario that harms the trade partner. 

The results also seem to indicate stronger relative-gains considerations and weaker 
social considerations when the trade partner is China.®’ If this is the case, we should 
observe a clearer pattern from respondents who are more nationalistic. We therefore 
subset our analyses to study the nationalists in our sample, those likely to hold stron- 
ger anti-Chinese sentiments.°* The evidence suggests that among nationalists, rela- 
tive-gains concerns are particularly salient, and social preferences more subtle, 
when the trade partner is China instead of Country X (Figures 2 and 3). In 
Appendices D and E, we further show that subset analyses of (1) hawks versus 
doves and (2) Republicans versus non-Republicans follow a similar empirical 
pattern: hawks and Republicans behave like nationalists, while doves and non- 
Republicans behave like non-nationalists. 


(a) China as trade partner (b) Country X as trade partner 
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Note: The additional vignette says that the gains enjoyed by Chinese or Country X’s citizens would be 
greater than the gains enjoyed by American citizens. Error bars represent 95% confidence intervals. 


FIGURE 2. Approval rate for removal of import limits by nationalism 


67. Coding respondents whose support for the proposed trade policy ranged from 4 to 6 as supporters of 
the policy, we found that among the groups facing the “remove” scenario, decreases in support were 10.74 
percentage points when China was the trade partner (p = 0.0171, n = 435) and 5.89 percentage points when 
Country X was the trade partner (p = 0.1456, n =415). Among the groups facing the “impose” scenario, 
decreases in support were 8.22 percentage points when China was the trade partner (p = 0.0842, n= 
438) and 14.72 percentage points when Country X was the trade partner (p = 0.0016, n = 445). 

68. To identify nationalists in our sample, we use a prompt from Quek and Johnston 2018: “Everyone 
should support their country even when it is wrong.” Those who agree with this statement are classified as 
nationalists. This test is randomly administered to three-quarters of our sample, n = 1,305 (see Appendix D). 
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Note: The additional vignette says that the losses suffered by Chinese or Country X’s citizens would be 
greater than the gains enjoyed by American citizens. Error bars represent 95% confidence intervals. 


FIGURE 3. Approval rate for imposition of import limits by nationalism 


Which Forms of Other-Regarding Preferences Were at Play? 


The results suggest that social preferences can affect opinion toward trade. But which 
specific forms of other-regarding preferences were at play? We believe that altruism 
and advantageous inequality aversion would be most relevant given our experimental 
design. 

An individual is altruistic if “her utility increases with the well being of other 
people.”®? A large body of research has shown that people suffer a moral cost 
(disutility) from causing harm to others.’° In the win-lose scenario, respondents in 
the treatment group would be actively inflicting negatives on foreign citizens if 
they supported the proposed trade policy. This could activate their altruism and 
empathy. Such concerns, however, would not be activated in the win-win scenario 
because refusing to support the proposed policy would not actively cause harm to 
foreign citizens compared to the status quo. 

Also consistent with our theoretical framework is advantageous inequality aver- 
sion, “the loss individuals incur because others have worse material outcomes than 


69. Fehr and Schmidt 2006, 638. 

70. Reviewed in Crockett et al. 2014, 17,320. Crockett and colleagues also noted that one strand of the 
literature “predicts that people will value others’ pain similarly to how they value their own pain, to the 
extent that they empathize with the other person,” with another strand further suggesting that moral senti- 
ment “could lead some people to evaluate the cost of others’ pain as higher than their own in a setting where 
they feel a degree of responsibility for that pain.” 
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they do.”’”! If this form of inequity aversion operates at the international level, then 
domestic citizens will incur utility loss when foreign citizens have worse outcomes 
than they do. In the win-lose scenario where foreigners would have worse outcomes 
than Americans, the proposed trade policy in the treatment group would generate an 
even greater welfare gap between domestic and foreign citizens. Respondents driven 
by advantageous inequality aversion would then be less supportive of the proposed 
trade policy when they read the treatment vignette. This does not apply in the win- 
win scenario, however, because there is no advantageous inequality in that scenario. 

To track the relevance of altruism and advantageous inequality aversion, we 
examine the open-ended responses in the win-lose scenario. We focus on whether 
and how frequently the respondents expressed other-regarding concerns, and what 
exactly these other-regarding concerns were, across different experimental condi- 
tions. This allows us to evaluate the argument that relative-gains considerations, 
which our experiment directly manipulated, can be offset by the respondent’s 
other-regarding preferences, which are inferred from the data.’? 

We use a two-stage approach to analyze the open-ended responses. First, we 
categorized responses into four groups: those displaying other-regarding preferences 
(e.g., “I oppose because it will strongly hurt the other country”); those displaying 
self-serving preferences (e.g., “Because [I] am selfish and want what is better for 
my country”); those raising retaliation concerns (e.g., “China owns a significant 
amount of the United States’ debt. It is best not to provoke a trading partner, that 
has significant leverage over you’); and those that were interpretable but did not 
fit into any other categories (e.g., “Business does not need government interfer- 
ence. Free trade!”).’> Second, we broke down the responses that displayed 
other-regarding preferences, and classified them according to the type of other- 
regarding preferences implied: altruism/empathy (e.g., “I don’t want anyone to 
suffer’); equality/fairness (e.g., “We should have equality”); cosmopolitanism 
(e.g., “I oppose this deal because I am a globalist, not a nationalist”); and others 
(e.g., “It’s not moral’). 

Our first-stage analysis provides further evidence that in the win-lose scenario indi- 
vidual trade attitudes were influenced by other-regarding preferences (Figure 4). 
When told that foreign losses outweigh domestic gains, respondents were more 
likely to justify their views based on their other-regarding preferences on the one 
hand, and less likely to explain their opinion based on their self-serving preferences 
on the other hand. Where the trade partner was China, the proportion of other-regard- 
ing responses rose by sixteen percentage points (p = 0.0011, n = 388) when the add- 
itional vignette was introduced, while the proportion of self-serving responses 


71. Lii, Scheve, and Slaughter 2012, 639. 

72. Inferring other-regarding preferences from the data is common in experimental work that studies 
social preferences. See, for example, Lii, Scheve, and Slaughter 2012. 

73. Thirteen percent (115 out of 883) of the responses were removed because they were not interpretable. 
This is comparable to the proportions in Davies and Johns 2013 (17%) and Tomz 2007 (17%). 
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dropped by the same percentage points (p = 0.0017, n = 388). The empirical pattern is 
nearly identical where the trade partner was Country X.”4 


(a) China as trade partner (b) Country X as trade partner 
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Notes: The additional vignette says that the losses suffered by Chinese or Country X’s citizens would be 
greater than the gains enjoyed by American citizens. For each experimental group, the percentages do 
not sum up to 100% because some responses fall into more than one category. Error bars represent 95% 
confidence intervals. 


FIGURE 4. Coding of open-ended responses by treatment condition in the win-lose 
scenario 


Probing further, our second-stage analysis suggests that altruism and inequality 
aversion were the most relevant forms of other-regarding preferences expressed in 
the win-lose scenario. Among respondents who expressed other-regarding prefer- 
ences in the open-ended responses, most made it clear that they did not want to 
harm foreign citizens, or that they did not want to make foreign citizens suffer 
(Figure 5).’° Equality and fairness were also important to some respondents.7° A 
small minority also viewed themselves as global citizens, and consequently believed 


74. The proportion of self-serving responses dropped by sixteen percentage points (p = 0.0016, n = 380), 
and the proportion of other-regarding responses rose by thirteen percentage points (p = 0.0111, n = 380). 

75. For example, “I don’t agree with anything that would take away something from one party in order to 
benefit another. I believe there are solutions that can only benefit everyone without harming anyone.” 
Another reads, “I don’t want anyone to suffer.” 

76. For example, “The welfare of the citizens of China are of equal importance.” Another reads: “This is 
not fair to humanity.” 
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that trade deals should be made in a way that also takes foreign welfare into 
consideration.”’ 


(a) China as trade partner (b) Country X as trade partner 
Treatment Treatment 
No Additional Vignette} No Additional Vignette 


60 Additional Vignette Additional Vignette 


a 
3 


40 


— 
So 


Number of Responses under Each Category 
= 
So 


Number of Responses under Each Category 


. i = 


Altruism/Empathy Equality/Fairness Cosmopolitanism Other Altruism/Empathy Equality/Fairness Cosmopolitanism — Other 


Note: The additional vignette says that the losses suffered by Chinese or Country X’s citizens would be 
greater than the gains enjoyed by American citizens. Interpretable responses numbered 191 and 197 in the 
control and treatment groups, respectively, where China is the trade partner; and 194 and 186 in the control 
and treatment groups, respectively, where Country X is the trade partner. 


FIGURE 5. Disaggregation of other-regarding responses by treatment condition in 
the win-lose scenario 


The results suggest that altruism and advantageous inequality aversion contributed 
to the generally low support for the win-lose trade policy. But alternative explana- 
tions should also be considered. First, fears of a trade war could affect our results: 
respondents might worry that China or Country X would respond to significant 
welfare losses by retaliating with a similarly hostile trade policy.’® This explanation, 
while logically possible, seems unlikely as we find no increase in the percentage of 
open-ended responses that raised such retaliation concerns in the treatment group 
(Figure 4). To investigate further, we also subset our analysis by individual risk pref- 
erence (see Appendix D). We find no evidence that risk-averse respondents—who 
should be more likely to fear retaliation—were systematically more opposed to the 
trade policy in the win-lose scenario when given the additional vignette. This 


77. For example, “I don’t agree with all these tariffs and import restrictions. While I am proud of being an 
American, I see us as part of a larger world, not just looking out for ourselves.” Another reads: “It is against 
globalization. We should think about not only our own country but also think about mutual prosperity as [a] 
member of the world.” 

78. We thank an anonymous reviewer for highlighting this possibility. 
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further mitigates the concern that the treated respondents in the win-lose scenario 
reacted the way they did purely due to fears of retaliation from China or Country X. 

Another interpretation pertains to respondents’ expectation of future cooperative- 
ness from China or Country X. It is possible that respondents strategically avoided 
causing harm to the trade partner in exchange for more favorable trade policy from 
China or Country X in the future. However, while some open-ended responses sug- 
gested the importance of free trade, which could be interpreted as evidence in favor of 
this mechanism, these responses were rare (see the category “Cosmopolitanism” in 
Figure 5). Nonetheless, that the results were driven by a global form of utilitarianism 
may be harder to rule out. Our additional vignette in the win-lose scenario may have 
driven utilitarian concerns in that it implied the global welfare level would decrease 
due to the proposed trade policy. Although very few open-ended responses displayed 
such concerns, we find that these responses appeared in the treatment group only, and 
might hint at a different but potentially very interesting form of other-regarding pre- 
ferences that is not covered here. 

While hand-coded content analysis can help us better understand the motivations 
and mechanisms behind the respondent’s choice, one major shortcoming of manual 
coding lies in its replicability. To address this concern, we additionally conduct two 
separate sets of dictionary-based content analyses—one based on the Moral 
Foundations Dictionary’? and the other based on our own dictionary. Their findings 
converge with each other, as well as with the hand-coded analysis. We document the 
dictionary-based analyses in detail in Appendix F. 


Conclusion 


We show that relative-gains considerations causally affect trade opinion, but not in a 
“beggar-thy-neighbor” or even a “beggar-thy-rival” situation. Relative gains are 
important in a win-win scenario: people want to gain more than their foreign trade 
partner if both sides are gaining. In a win-lose scenario, however, relative-gains con- 
siderations can be offset by other-regarding preferences. This applies not only when 
the trade partner is some unnamed country in general, but also when the trade partner 
is China in particular. This result is especially interesting because our experiment was 
conducted in the midst of the China-US trade war, in which mutual antagonism and 
competition were pronounced. Our findings challenge the conventional wisdom that 
underlies much of the IR scholarship—as well as much of the political rhetoric on 
trade—that would lead us to expect support for a trade policy in which the home 
state always wins. 

Our work advances the literature in four ways. This study is the first to experi- 
mentally investigate how relative-gains and other-regarding preferences interact in 
trade. While previous studies have separately focused on the role of relative-gains 


79. Graham et al. 2011. See Appendix F for details. 
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and other-regarding factors,°° a key question remains: what if these two forces 
collide? Knowing the answer to this question is important practically because both 
factors can come into play in real-world cases. We show that while relative gains 
are important under a win-win trade policy, other-regarding considerations can 
offset relative-gains preferences in a win-lose situation. 

Second, our findings offer direct evidence on the causal relationship between 
relative gains and trade opinion. Contrary to previous work, we show that relative 
gains-seeking behavior can be observed in the full sample that includes a lot of 
non-Republicans—and not in Republicans only®!—insofar as other-regarding 
concerns are not triggered by the proposed trade policy.’ The different findings 
are likely due to our different research focus, leading to different experimental ma- 
nipulations: instead of in-group favoritism,®* we focus directly on relative gains; 
instead of manipulating job gains or losses, we informed our respondents directly 
of the winners and losers to manipulate their perceptions of a country’s gains or 
losses from trade. This ensures that they focus squarely on the relative gains from 
trade, and that the salience of job losses does not dominate their perceptions. 

Third, the findings expand our understanding of the relationship between social 
preferences and trade opinion. Lii, Scheve, and Slaughter have found that other- 
regarding preferences at the domestic level influence individual trade opinion.8* 
Brutger and Rathbun have recently shown that social preferences, in the form of 
inequity aversion, can also influence trade preferences in a win-win scenario.®> We 
extend from these studies by demonstrating not only that altruism, in addition to 
inequity aversion, can operate at the international level and affect trade opinion, 
but also that such social preferences can offset relative-gains considerations in a 
win-lose scenario. Finally, by showing that beliefs about relative gains at the national 
level can influence trade opinion at the personal level, our findings support the idea 
that trade preferences are also guided by sociotropic motivations.®° 

Several avenues open for future research. As our experiment targeted only 
American citizens, it would be useful to investigate whether relative-gains and 
other-regarding preferences vary across different countries. In addition, since our 
experiment emphasized the trade impact on citizens rather than on the countries 
per se,®’ it would be interesting for future work to explore whether a frame focusing 


80. Lii, Scheve, and Slaughter 2012; Mutz and Kim 2017. 

81. Mutz and Kim 2017, 843. 

82. To confirm that this result is not entirely driven by Republicans, we remove the Republicans from our 
data set and analyze the average treatment effect among groups facing the “remove” scenario against China. 
The approval rating for the policy is 4.71 in the control group, compared to 4.13 in the treatment group (p = 
0.0070, n = 297). 

83. Mutz and Kim 2017. 

84. Lii, Scheve, and Slaughter 2012. 

85. Brutger and Rathbun 2021. 

86. Fordham 2008; Guisinger 2017; Hearn 2020; Mansfield and Mutz 2009. 

87. For relevant work that also focused on the trade impact on citizens, see Hiscox 2006; Mutz and Kim 
2017; Rho and Tomz 2017. 
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on countries would lead to different outcomes. Moreover, our study did not cover all 
possible welfare implications of bilateral trade because we did not study the cases 
where the domestic gains outweigh the trade partner’s gains or where the domestic 
losses outweigh the trade partner’s gains. Future research may find it useful to 
study these two cases of asymmetric trade benefits. Finally, because trade is only 
one of the many forms of international interactions that create relative-gains concerns, 
future research should also study how perceptions of relative gains shape public pre- 
ferences on issues beyond international trade. 


Data Availability Statement 


Replication files for this research note may be found at <https:/doi.org/10.7910/ 
DVN/DEPUUO>. 


Supplementary Material 


Supplementary material for this research note is available at <https://doi.org/10.1017/ 
$0020818322000030>. 
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